This paper attempts to establish the value of good relationships between countries by considering their effect on a group of individuals who are arguably intimately affected by them: immigrants. We appeal to an index of conflict/cooperation which is calculated as an annual weighted sum of news items between two countries. This index is matched to a sample of immigrants to Germany in the SOEP data. The index of bilateral relations thus exhibits both time-series and cross-section variation. Good relations are positively and significantly correlated with immigrant life satisfaction, especially when we downplay low-value news events. This significant effect is much stronger for immigrants who have been in Germany longer, and who expect to stay there forever. This is consistent with good relations directly affecting the quality of immigrants' lives in the host country, but is not consistent with assimilation. There is thus a significant value to diplomacy: good relationships between home and host countries generate significant well-being externalities for those who live abroad.
Introduction
One of the wide varieties of topics treated in the burgeoning happiness literature is that of the relationship between individual well-being and aggregate features of the country or region. These latter may include macroeconomic outcomes (as in Di Tella et al., 2003) or measures of domestic institutional quality. Existing work on the latter has produced to a certain extent mixed findings. In a well-known paper, Frey and Stutzer (2000) use Swiss data to show that both direct democracy (via initiatives and referenda) and federal structure (local autonomy) are positively and significantly correlated with individual life satisfaction. Helliwell and Huang (2008) find that life satisfaction is more strongly correlated with the World Bank measures of the quality of government than with real per capita income. They also show that, for low levels of income and worse governance, the ability to provide a trustworthy environment and to deliver services more honestly are the most important aspects for individual well-being, while, at higher levels of income and better governance, building and maintaining voter engagement becomes more important.
Significant links between institutional quality and life satisfaction also appear in Ovaska and Takashima (2006) and Fischer (2008) , although Bjørnskov et al. (2010) find no significant effect of democratic rights or civil liberties on life satisfaction.
The existing literature has related individual well-being to regional or national institutions. One obvious generalization is to extend this analysis by looking at the way in which developments in one country may affect the well-being of individuals in another country. 1 While it would appear nigh on impossible in general to obtain accurate measurement of how events abroad affect the typical respondent, we here appeal to a group of individuals who are a priori more sensitive to the situation in one particular country abroad: immigrants. In particular, we examine the impact of bilateral news between the home and host countries on the well-being of immigrants living in Germany.
The implicit assumption is that diplomacy, in the sense of good relationships between countries, is a public good for the citizens of the countries involved. It is non-rival, since the effects of good/bad diplomatic relationships are not used up by their effect on the well-being of successive individuals, and non-excludable as the individuals concerned 1 One recent example of such cross-country analysis is Metcalfe et al. (2011) , who identify a significant effect of the 9/11 terrorist attacks on the well-being reported by respondents in the British BHPS.
cannot easily be shut out from the effects of bilateral relationships. As such, our analysis of the impact of bilateral news on migrant well-being might be thought of as a first attempt to measure the direct individual value of good diplomatic relations between countries.
From a methodological point of view, one advantage of the approach adopted here is that our measure of "institutional quality" exhibits both cross-section (immigrants from different countries) and time-series variation for individuals living in the same country (Germany). Much of the existing literature has instead appealed to aggregate measures of institutional quality which exhibit no cross-section variation within a given geographical area.
We thus require a measure of the quality of bilateral relations between countries. Instead of using subjective information, we appeal to an indicator which is relatively unknown in Economics but popular in Political Science. This indicator is created in three steps: i) the classification of conflict/cooperation events based on the Integrated Data for Events Analysis (IDEA) protocol; ii) machine-coding of Reuters bilateral country news via a specific software system for frame-parsing, visualization and data analysis; and iii) the weighting of specific events to create an index (the Goldstein index) based on the judgment of a panel of political-science experts regarding the relative importance of different news categories on the general level of conflict and cooperation between countries (described in Section 4.2) . The analysis presented here can thus also be thought of as a joint test of the validity of this three-step approach, by evaluating: i) experts' ability to create a taxonomy (the IDEA protocol); ii) the software's reading and classification performance; and iii) experts' weight choices in creating the Goldstein index. Our empirical analysis will determine whether the resulting news index significantly affects the subjective well-being of immigrants, who are closely identified with the two countries in the bilateral relationship.
The paper is organized as follows. Section 2 sets out the principal hypotheses in social science regarding bilateral diplomatic relationships and immigrant well-being, and Section 3 summarizes the German immigration policies representing the institutional background to our sample period. Section 4 then describes both the IDEA coding and taxonomy of bilateral news, and how this is combined with individual-level data from the German Socio-Economic Panel (SOEP). Section 5 presents the econometric results of the effect of bilateral relationships on individual well-being, and Section 6 concludes.
Diplomatic relationships and immigration
A number of possible arguments can be advanced regarding the relationship between immigrant well-being and bilateral news (between the home and host countries). One is that poor diplomatic relations may well make it more difficult for immigrants to be integrated in the host country. This hypothesis is developed in Rocha (2006) , who shows that the deteriorating Spanish-Moroccan relationship had a negative impact on the integration of Moroccan immigrants in Spain. 2 More generally, poor diplomatic relations will negatively affect immigrant life satisfaction if they increase discrimination (as shown by Safi, 2010 , using European Social Survey data).
A related argument in the general context of integration is that hostility towards foreigners resulting from poor bilateral diplomatic relations may result in restrictions on the freedom of movement across borders, as argued by Kerber (1997) and Dowty (1987) ; this is likely to be particularly painful for immigrants who wish to maintain contacts in their home country. More generally, Waldinger and Fitzgerald (2003) argue that any deterioration in diplomatic relations makes it more difficult for migrants to pursue their homeland interests. 3 Whether these interests be personal or business-related, we then expect the quality of the bilateral relationship to be positively correlated with immigrant well-being.
It is also possible that particular groups of immigrants be more affected than others by diplomatic relations between the home and host countries. One factor might be the degree of commitment to the host country. Those who only consider themselves to be there temporarily will perhaps feel less affected by bilateral relations. On the other hand, if 2 The bilateral relationships under consideration here specifically focus on both old and more recent fishing, agricultural and territorial disputes, and controls over illegal immigration between the two countries. 3 Waldinger and Fitzgerald (2003 p.12) While the above arguments are based on a clear causal relationship between diplomatic relationships and migrant well-being, the causal links in some of the other arguments advanced in this literature are more blurred. In particular, Liow (2003) suggests that it was the illegal migration from Indonesia to Malaysia which produced a worsening relationship between the two countries, and emphasizes in general that tension over migratory flows is often to be found at the root of deteriorating political relationships.
We here analyse the correlation between bilateral relations and the well-being of migrants living in Germany. By way of background, the following Section provides a brief sketch of German migration policies around the time of our sample period.
German migration policy over the sample period
Germany became a net-immigration country starting in the 1960s, with a substantial inflow of guest-workers. Such workers were expected to stay temporarily and were therefore not entitled to become citizens (Algan et al., 2010) .
Between 1970 and 2000 German immigration policy became increasingly restrictive. In November 1973, the Federal Republic of Germany halted the recruitment of foreign labour by administrative decision. Since then practically only family members of foreign workers already residing in Germany and those admitted to the country for humanitarian reasons have been allowed access to the German labour market. However, even though economic immigration had officially stopped, immigration continued in practice via family reunions and the asylum procedure according to article 16a(2) of Germany's Basic Law (Grundgesetz). This latter is an amendment replacing Article 16(2) of the Constitution (the full text of these two articles is provided in Appendix 1). 4 In December 1983, a Law granting a share of future German pensions in the case of permanent resettlement was passed in an attempt to create incentives for the repatriation of foreigners. 5 In the electoral campaign of 1986-87 the Conservative party claimed that non-European immigrants represented a threat to the integrity of national identity and a number of xenophobic incidents took place around this time (Bosswick, 2000, p.46; Lederer, 1997, p.274) . In the 1990s the end of the iron curtain eliminated one of the barriers to migration from Eastern Europe, and the civil war in ex-Yugoslavia generated a significant number of refugees in Germany. The clashes between Turks and Kurds in South-East Turkey also produced a substantial inflow of asylum seekers and refugees over the same period.
One consequence of this migratory pressure was a restrictive law passed in 1997 which set out visa requirements for unaccompanied children from Turkey, the former Yugoslavia, Morocco and Tunisia, and required existing resident children of parents from these countries to apply for residence permits. In general, asylum and temporary protection laws became stricter, creating the premises for the return of many refugees to their home countries (Bosswick, 2000, p.50) .
During the same period the Anwerbestoppausnahmeverordnung (the decree on the exceptions to the halt on recruitment), enacted in 1990, 6 represented an additional immigration channel. This allowed exceptions for Werkvertragsarbeitnehmer (contract labourers) and Saisonarbeitnehmer (seasonal workers). In the same year, Parliament approved a new 4 This amendment is based on four principles: first, it supports the individual right of asylum; second, individuals entering Germany from a so-called "safe third country" can no longer invoke the basic right of asylum; third, the Legislature is authorized to draw up a list of countries of origin for which there is a rebuttable presumption of freedom from persecution; and, finally, it takes account of the common European asylum policy in the context of the Schengen and Dublin agreements. 5 Actual repatriation numbers were far below those intended. Above all, the Law led to accelerated return by those who were already planning to return, in order to benefit from the programme. 6 The policy of restricting labour immigration was revised at the beginning of the 1990s. Although the new Law on Foreigners, in force since the 1 st of January 1991, provided legislative content to this block on recruitment, the German labour market in fact became to a certain extent more open to foreigners, and in particular to workers from Central and Eastern European countries.
foreigners' Law which regulated immigration and the legal status of immigrants under the family-reunion scheme.
The end of this relatively defensive and restrictive period can be thought to have come with the 2001 Zuwanderungskommission report, which acknowledged the importance of immigrants for the German economy and proposed the introduction of a points system (similar to that in force in Canada) to regulate migratory flows. In addition, children born from non-German parents living in Germany for at least eight years automatically became German citizens, and the minimum period of legal residence required for naturalisation rights was reduced from 15 to 8 years (Algan et al., 2010) .
Overall, we expect these developments in German immigration policy, with the succession of restrictions and concessions, to have created an atmosphere in which the quality of bilateral relations was particularly salient for migrants. This is what we will test in our empirical analysis.
Data and Methodology
The following sub-sections describe three key aspects of the data used here: i) the SOEP sample on which the analysis is carried out; ii) the characteristics of the news database and the associated automated-coding procedure; and iii) the work of the panel of experts in the creation of the Goldstein index of political news.
Data on migrants
Our empirical analysis is based on individual-level data from the SOEP 7 matched to coded news reports from the Integrated Data for Events Analysis (IDEA) project. We have access to the news report only for the period 1990 -2004; this limits the SOEP waves we can use for the empirical analysis. 8 As our goal is to look at the impact of bilateral relations on the subjective well-being of foreign residents in Germany, we only retain SOEP respondents who were born outside Germany. In other words, our analysis concerns the first-generation of migrants arrived in Germany. 9 The majority of these migrants are guest workers, i.e. people who moved to the Federal Republic of Germany in response to the labour shortage of the late 1950s. The guest-worker system of that time involved a series of bilateral treaties between German and Italy, Turkey, Yugoslavia and other Mediterranean countries. This recruitment policy ended in the 1970s. However, foreigners with a working permit were allowed to stay and to apply for an unlimited residence permit; their families were also allowed to join them.
We also include ethnic Germans in the sample. The concept of citizenship in Germany is based on a common cultural, linguistic and ethnic past. In this sense, German citizenship is possible for all those who can trace their ancestry back to German roots. The jus sanguinis explains why individuals who lived in the communist Eastern states of Germany and other European countries were immediately able to claim full citizenship (Burkhauser et al., 1997) after the fall of the Berlin wall. We include ethnic Germans here as we believe that the impact of news regarding country of origin plays a role independently of ethnicity.
Our final sample consists of 27,928 person-year observations on 4,343 different individuals. About one-third of these yearly observations come from households with a foreign head, and the rest from households with German heads. The main countries of origin for the individuals included in the sample are: Turkey (23.3%), Poland (9.8%), Italy (9.7%), Ex-Yugoslavia (9.1%), Greece (6.1%), Russia (6.6%), and Kazakhstan (5.8%), as shown in Table 1 . Overall, we have migrants from 97 different countries. Within this sample, 1,698 individuals (around 40% of this sample) declare to be of German nationality 8 In addition, our empirical analysis requires the use of variables which are not fully available in the 1990 and 1993 waves. The number of waves used for the estimation is therefore 13. 9 Our analysis omits second-generation migrants as the latter are likely to be more integrated in the host country than are their parents (Fertig, 2010; Manning and Roy, 2010) . For the identification of the "value of diplomacy", via the impact of bilateral news, we need information on individuals with strong links with both the home and the host countries. Men and women are almost equally represented in the sample (men account for 50.9% of the person-year observations). In the pooled sample, the median age of migrants is 43, although Turkish and Kazakh immigrants are younger (with a median age of 36). For the other major immigrant groups, the lowest median age is found amongst the Polish (39), and the highest for Greek immigrants (51). The majority of observations in the sample refer to the married, and only 25% of them refer to those without children living with them. With respect to labour-force status, 45.8% of observations refer to full-time employment, 7.5% part-time employment, and 9.9% unemployment. 10 Regarding education (see Table A1 in Appendix 2), 20.7% of migrants have a secondary-school qualification, 45.5% have other qualifications which are not well specified, and 19.2% have no qualifications (these are person-year percentages).
We have one variable reflecting migrant integration: their willingness to stay in Germany.
The majority of migrants in our sample are willing to stay forever in the host country (64.8% of the 24,256 person-year observations for which this variable is available). This variable differs notably by country of origin: the vast majority of Polish and Russian immigrants want to remain in Germany, while less than 40% of Greeks wish to do so.
We match each SOEP observation on a migrant to an index value for the bilateral relationship between Germany and the migrant's country of origin. This index is explained below.
The Integrated Data for Events Analysis database
Event data -"day by day coded accounts of who did what to whom as reported in the open press" -offer the most detailed record for the relations among and between actors (Goldstein, 1992, p.369) .
Our data on events occurring between Germany and the migrant's home country come from the database of Reuters' news events compiled by an automated information extraction program applying the Integrated Data for Events Analysis (IDEA) protocol. 11 The IDEA project has its roots in the World Handbook for Political and Social Indicators project, which pioneered the coding of domestic political event data for most of the countries in the world. The Handbook's indicators included measures of both peaceful and violent events of mass political protest, sanctions by governments, armed civil conflict and changes of government executives. In 1988 a project known as the Protocol for the Assessment of Nonviolent Action (PANDA) was launched, in which social scientists began to assess systematically the incidence of nonviolent struggle throughout the world.
After a pilot study based on "hand coding" of global news reports, the project coordinators started to look for automated tools. In 1996 they began to work with Virtual Research Associates, Inc. (VRA) to develop a frame parsing data development, analysis and visualization software system. This system is now called the VRA ® Knowledge Manager, 12 and produces weekly data updates for all of the countries in the world. In 1997 J. Craig Jenkins and Charles Lewis Taylor joined the PANDA research team to develop the conceptual framework for IDEA (Bond et al., 2001) . The IDEA protocol and the VRA ® Knowledge Manager Software system operate together to generate data automatically regarding social, economic, environmental and political events, which are displayed in terms of event counts.
Operationally, the VRA ® Reader extracts the first two sentences from Reuters Business Briefing articles: journalists use the entry sentences to summarize the article's key points. 11 The data described in this article are available at http://GKing.Harvard.edu. 12 More information can be found at http://www.vranet.com.
The software transforms this information into a database record, where each record lists the event's source and target actors and a numerical code for the event type. This latter is coded following the IDEA 157-category typology which covers almost all of types of event identified in previous event data collections. 13 King et al. (2003, p.620) The information available for each event consists of: 13 These collections have been widely used in research. They include the World Events Interaction Survey (WEIS), the World Handbook of Political and Social Indicators, Militarized Disputes, the Conflict and Peace Data Base (COPDAB), the Mass Conflict in East Europe project, and the PRODAT project (see Schrodt, 2001 , for a summary). 14 Machine coding may be more transparent than human coding because it does not guess and does not miss events due to confusion or the existence of multiple events. One criticism of automated coding is that it may lead to duplication. If the same event is reported in multiple stories, the machine will generate multiple event records. While this is theoretically the case, we in fact rarely find exact duplicates in the source-eventtarget records. We checked this empirically on a run of some 500,000 records, and found just four (under 0.001 percent). The event form is one of 157 categories (see the website link: http://vranet.com/IDEA). King et al. (2003, p.620) We here merge the event dataset with our SOEP sample. We select only those news reports where the source or the target of the event is Germany. For each IDEA code we compute the total yearly frequencies of bilateral events. In our sample, we have 97 countries of origin for the migrants including some aggregate areas such as Eastern Europe, yielding to a total number of 35,959 news reports. 16
The Goldstein Index
The IDEA events data refer to discrete events, but for statistical purposes researchers often require aggregate figures by year and category. Joshua S. Goldstein (1992) addressed the problem of "combining different types of events into a single theoretical meaningful measure of the relationship between two nations" by proposing a 15 For example in the IDEA categories, 09 is a request, 091 is a request for information and 093 is a request for material assistance. In Appendix A2 we list these categories organized by cooperation and conflict, and verbal and action type. 16 In general, the news event's source or target is not only the country's Government, but can also refer to actors such as civil society and local communities, NGOs or other social organizations. new conflict-cooperation scale. This scale represents an alternative to simply counting up the number of events by category and is a benchmark as it weights the different types of events according to expert judgments.
The Goldstein scale was developed by a panel of eight researchers affiliated to the School of International Relations at the University of Southern California. They placed the IDEA events on a scale running from extreme conflict or hostility to extreme cooperation or friendliness. Each event was rewritten as an action taken by country A towards country B.
In the first stage, events were scored on a linear scale from +10 to -10 representing the degree of conflict or cooperation typically embodied in each action. Neutral events were assigned a value of zero. In the second stage, Goldstein assigned to each event type the mean of the scores suggested by the panellists. Researchers most often agreed on the degree of conflict or cooperation assigned to each event and the margin of deviation was on average of 1 or 2 points. The agreement was greater for events judged to be at the extremes of the cooperation/conflict scale. On the contrary, milder events had a higher standard deviation.
More formally, the Goldstein index is defined as follows:
where I is the yearly sum of the frequency of the k IDEA event -type (k=1,….,157) involving Germany and the migrant's country of origin j (j=1,…,97) as reported by Reuters, w is the weight given to the k-type news by the panel of experts, and t (t=1,… ,13) is the year of the SOEP wave.
The actual weights w in the Goldstein scale vary from -10 to +8.3 (see Appendix 2, Table   A1 ). The most negative event categories (all with a weight of -10) are missile attacks, military clashes and military raids. Seizing possession, assassination, beatings and torture are slightly less negative. The most positive events are extended military and economic aid and bilateral agreements. In the middle, with small negative and positive weights, we have a series of milder events including (on the positive side) meetings, mediation and negotiations and, on the negative side, denials, verbal protests and warnings.
Summing the weights over the k events produces a yearly index of bilateral relations between Germany and a migrant origin country. As shown in Table 2 , the resulting Goldstein index displays considerable variability for some countries (Russia, Turkey, Poland and Italy) while for other countries (Bosnia and Eastern Europe as a residual category 17 ) it often takes on values of zero.
Selection criteria and hypothesis testing
Section 4 underlined that the Goldstein index is based on three key ingredients: i) the taxonomy of events defined ex ante in the IDEA protocol; ii) the automatic selection and classification capacity of the VRA software; and iii) the event weights from the expert panel. We will now see whether the final index is related to the well-being of individuals who are perhaps the most likely to be affected by international events: migrants.
In general, we will not be able to evaluate separately the contribution of the three ingredients above, although we can tentatively examine the role of expert weights by comparing the effect of unweighted events to that of the (weighted) Goldstein index.
One potential mediating factor regarding bilateral news and immigrant well-being is the relationship that immigrants have with their home country. In particular, immigrants may have migrated exactly because they did not agree with home-country politics. This is arguably less likely if the home country has been politically stable over the sample period (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) (2001) (2002) (2003) (2004) , but may hold if there has been substantial political change. In the latter case, some migrants may well be political refugees and good bilateral news regarding their home country may not increase their well-being. This could be the case for ethnic minorities in Ex-Yugoslavia (Serbs from Croatia, Albanians from Kosovo, etc.). In general, we do not know whether immigrants are in favour of their country's current leadership.
However, this will not matter if the causal channel is the quality of the migrant's life in the host country: in this case worse relations between the home and host countries are always bad, independently of the immigrants' views about the home-country political situation.
Overall, the correlation between the Goldstein index and immigrants' well-being is ambiguous.
Specification
We start by estimating a standard life satisfaction regression to which we have added the Goldstein index. Our linear fixed-effect model is:
The dependent variable here is life satisfaction at time t for migrant i from country of Responses are on a scale from 0 (completely dissatisfied) to 10 (completely satisfied). 18 We control for log equivalent real household income using the OECD scale (HY). 18 There is a well-known methodological problem in using life satisfaction information relating to interpersonal scale heterogeneity (Harsanyi, 1953) . However, the literature in Economics seems to have gradually moved towards the position that there is useful cross-section (and panel) information in selfreported scores. In an early contribution, Cantril (1965) suggested that individual evaluations on the 1-10 scales are reasonably comparable. Di Tella and MacCulloch (2006) argue that, even though heterogeneity in individual scales exists, there are no a priori reasons why it should systematically be correlated with the drivers of life satisfaction. More recently, Beegle et al. (2009) use a vignette approach to reveal the existence of heterogeneity, which however, does not significantly affect the life satisfaction regression results. This is because: i) the heterogeneity is uncorrelated with happiness regressors; ii) the vignette rankings are independent of the residual in the life satisfaction regression; and iii) the results regarding the determinants of life satisfaction are unchanged when self-declared life satisfaction is rescaled using the vignette results. 19 Becchetti et al. (2009) discuss robustness to different income scale elasticities in the SOEP data. Clark et al. (2008) and Dolan et al. (2008) are surveys of the abundant literature on income and life satisfaction. 20 Marital status and well-being is analyzed in Blanchflower and Oswald (2004) and Frey and Stutzer (2006) .
The inclusion of year dummies in this specification is open to debate. The estimated year effects (picking up economic performance, for example) may well be systematically correlated with the bilateral news variables. More importantly, it is possible that worsening bilateral relationships with one immigrant country makes life more difficult for all migrants. This will lead to a correlation between the year dummy and bilateral news.
We therefore estimate all of the key regressions both with and without year dummies.
Equation (2) is estimated via a within regression, in which the dependent variable is assumed to be continuous. Life satisfaction is ordinal, so that its panel estimation would require something like a conditional fixed effect logit (as in Clark, 2003) . However, as Table 3 . Table 3 includes six linear fixed-effect specifications. The Goldstein index is introduced in three different ways: linearly, quadratically and linearly dropping country-years without bilateral news events; each of these three specifications is estimated both with and without year dummies. The quadratic specification asks whether bilateral news items with smaller index weights are noisier (as the expert weights diverged more for these events) and thus have less impact on migrant well-being. The arguably drastic approach of dropping country/years when there is no news (the third specification) reflects that non-events are not necessarily synonymous with an event value of zero. 22 The estimated coefficients on most of the controls are standard and do not require any particular comment: marriage and income attract positive significant coefficients, while those on unemployment and hospital visits are negative. The relationship between life satisfaction and age is U-shaped. 23 22 An analogous argument is made in the event study literature in finance (Campbell et al. 1997) . Here the analysis covers the impact of events on abnormal returns on stocks. Non-events are not taken into account. 23 This U-shape is the object of a lively literature: some examples of which are Clark et al. (1996 ), Fischer (2009 ), Frijters and Beatton (2008 and Van Landeghem (2008) .
Regression Results
The most important piece of information in this table is the estimated coefficient on the Goldstein index of bilateral relations, as a determinant of migrant life satisfaction. This is positive and significant in all of the six specifications (although only weakly significant in the linear specification with time dummies). The estimated index coefficient is more significant when time dummies are excluded, and when small index values are assigned lower weights (corresponding to both the quadratic specification and that with zero values treated as missing).
To evaluate the economic significance of our findings we can calculate the associated compensating surplus, as is standard in the literature measuring the value of non-market goods based on happiness data (see Welsch, 2002, and Luechinger, 2009, This compensating surplus (CS) is computed as:
where α 2 is the coefficient on the non-market good in question, α 1 is the coefficient on income and ΔP i is the change in the non-market good.
Using the estimated coefficients in Table 3 , a unit reduction in the index from its mean value (19.44), i.e. a small move toward reduced cooperation/increased conflict, generates a loss ranging from 75.4 Euros (the linear Goldstein index with time dummies) to 143.5 Euros (the discontinuous Goldstein index with time dummies). The actual observed changes in relations reported in Table 2 can then produce substantial well-being effects.
For example, the radical change in relations between Germany and Turkey from 1991 to 1992 (a 50-point change) produces a well-being effect that is equivalent to 3,771 to 7,175 (2002) Euros according to the regression specification. This represents around 12.5 to 24.5 percent of average yearly household income in the estimation period. Table 4 shows the results from alternative estimations, using pooled estimation techniques (pooled OLS and ordered logit). The Goldstein index is very significant in all of these specifications. 24 The analyses in Tables 3 and 4 cover the entire population of migrants. It is however possible that the effect of bilateral relations with the home country differ by migrant type. Table 5 show the results from Table 3 This heterogeneity in the effect of bilateral relations on immigrant well-being suggests that the key channel of influence works via immigrants' living conditions in the host country.
Columns 2 and 3 of
The migrants who want to stay and who have been in Germany for a substantial time are more likely to care about their living conditions in the host country. On the other hand, migrants who wish to return are probably less likely to be in political dispute with their home country, and those who wish to stay in the host country are more likely to be in disagreement. Table 5 is not then consistent with political consent/dissent with respect to the home country driving immigrants' reactions to bilateral news.
We can also consider whether demographic characteristics affect the reaction to news. We first consider sex, and find that the effect of bad news on well-being is stronger for women than for men. With respect to education, the well-being of the less-educated (intermediary or no school certificate) is more strongly affected by bad news than is that of the highereducated (secondary or upper-secondary schooling), although both effects are significant.
As in Pohl (2007) , country of origin is significantly correlated with immigrant life satisfaction. To check whether this heterogeneity affects our news results, we estimate separate regressions for home countries where there are a sufficient number of observations (Turkey, Italy, Greece, Spain, Poland, Romania, Ex-Yugoslavia and Russia). 25 The coefficient on the Goldstein index (in Table 5 ) is significant in all six of the estimated specifications for Turkey and is somewhat less significant in Russia. Without year dummies, the discontinuous Goldstein index is significant in the countries for which we have a larger number of observations (Turkey, Poland, Italy, Russia, Greece and Romania).
We also considered whether the impact of bilateral relations on immigrant well-being depended on how "German" the immigrants are. We therefore re-estimated the regressions in Table 3 , including an interaction between the Goldstein index and a dummy for being an ethnic German immigrant. This interaction systematically attracted an insignificant estimated coefficient: bilateral news matters for ethnic German immigrants just as much as it matters for other immigrants.
As noted in Section 5, testing the effect of the Goldstein index on life satisfaction is implicitly a joint test of the significance of the combined capacity of the event taxonomy, the automated coding procedure and the expert weights to produce an index that matters for immigrant life satisfaction. If the index does not attract a significant coefficient, we cannot be sure whether immigrants are really indifferent to bilateral news, or whether one or more of the three index-construction procedures is at fault. We can make some progress in addressing the latter by separately estimating the well-being effect of some of the different news types, which removes any role for expert weights.
To establish the impact of separate news types, we can calculate the number of events of a certain type per country-year or a dummy for at least one event of that type occurring per country-year. We also have to decide whether to introduce the event types one by one, or jointly. The former introduces omitted variable bias and the second the risk of multicollinearity. We choose the second solution but test for multicollinearity via the VIF 26 factor. We also check that the qualitative results are similar when the event types are introduced one by one. Table 6 summarizes the event types which attract significant coefficients under pooled and fixed-effect estimation. A certain number of event types are individually significant in determining immigrant life satisfaction, more so on the cooperation than on the conflict side. This number is larger for the pooled than for the fixed-effect estimates. As such, the effect of bilateral relations on immigrant life satisfaction seems to be robust, and not an artefact of index construction. 27 A final question here refers to the specificity of the relationship with Germany: are immigrants happy to come from a country that generally has good relationships with other countries, or is it the specific relationship between Germany and the host country that matters? To investigate, we can use the same database to create a yearly measure of the quality of the relationships between the immigrant's home country and all of the other countries in the world. There is actually only little evidence that this multi-country Goldstein index is significantly positively correlated with immigrant well-being (results available on request): it is relationships between the home country and Germany that matter, not relationships between the home country and other countries in general.
While we have established a positive correlation between good bilateral relations and immigrant life satisfaction, we have not thus far explicitly mentioned causality. There is potential reverse causality if dissatisfied migrants create political problems in the host country, which consequently affects bilateral relations between the home and host countries. It is however worth noting that in most country-years we do not have observations on negative events between countries. Further, the fixed-effects approach 26 The VIF (variance inflation factor) is defined as 1/1-R(x), where R(x) is the R-squared from the regression of the explanatory variable on all of the other independent variables (Marquardt, 1970) . As R(x) tends towards zero, the VIF tends to one. The general rule of thumb adopted in the literature is that a VIF value below 10 (or, more restrictively, five) is acceptable. 27 A further check is to create an index which is the simple algebraic sum of positive (cooperation) and negative (conflict) events for the relative country year. This index attracts coefficients which are much less significant than those in Table 3 , confirming the relevance of expert weights (these results are available upon request). partially tackles this issue by eliminating any endogeneity due to time-invariant omitted regressors (like being a "troublemaker").
Conclusions
One potential negative effect of deteriorating diplomatic relationships between countries is their effect on immigrants. This may arise formally from explicit legal or regulatory action against foreigners or, more informally, from worsening relations between the domestic population and foreigners in the latter's day-to-day lives. As such, diplomacy may be considered as a public good. We here try to measure this public-good aspect of diplomacy by showing how the degree of conflict/cooperation between home and host countries affects the life satisfaction of immigrants.
The key variable in our analysis is the Goldstein Index, a quantitative measure of news events between two countries created by a panel of political science experts. This is constructed in three steps: defining a taxonomy of conflict and cooperation event types, identifying weights for their relative importance, and using an automatic parsing and coding procedure to analyse textual information and classify it into the above-mentioned taxonomy.
This bilateral conflict/cooperation index is shown to be significantly correlated with the life satisfaction of immigrants from the countries in question to Germany in SOEP panel data. The estimated index coefficient is more significant in quadratic form, reflecting the greater disagreement of the expert panel over low-weight event types, and when dropping country-years in which no events are registered. The weights assigned by experts reflect the reality of the quality of immigrants' lives: weighted sums of events are better predictors of well-being than are unweighted sums.
The effect of bilateral relations on immigrant well-being is found only for immigrants who have been in Germany longer, and those who have no intention of returning to their home country. This is consistent with bilateral relations affecting the current and future quality of immigrants' lives in the host country. It is however not consistent with assimilated immigrants becoming increasingly uninterested in developments in their home country.
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The country of origin remains salient for immigrant well-being, no matter how long they stay in the host country. This applies both for those who might be seen to be foreigners, and for ethnic German immigrants. While integration may take place in any number of domains, with migrants becoming more like natives over time with respect to their wages, education and even culture, the world remains inter-related with respect to the effect of home-country developments on immigrant well-being. 2.00 -0.20 0.00 13.60 Notes. The Goldstein index measures bilateral relations between countries, as a weighted sum of news events. More positive scores correspond to more cooperation and less conflict. Note that for Russia before 1992 we do not have nationality information. The years 1990 and 1993 are missing because one of our control variables is missing in those years. Eastern Europe and Ex Yugoslavia refer to individuals from countries that do not appear elsewhere in the Table (Poland, Romania, Croatia, and Bosnia Herzegovina). Country-year clustered standard errors in parentheses. *** = p<0.01; ** = p<0.05; *=p<0.1. Goldstein §: observations in years with no bilateral news events between countries i and j are dropped. The regressor definitions appear in Appendix 2, Table A1 . 12.47** 12.91*** (4.90) (4.64) Notes. The dependent and explanatory variables are the same as in Table 3 . Goldstein §: observations in years with no bilateral news events between countries i and j are dropped. Country-year clustered standard errors in parentheses. *** = p<0.01; ** = p<0.05; *=p<0.1. The regressor definitions appear in Appendix 2, Table A1 . Notes: The event types are described in Appendices A2 and A3. The specification is identical to that in Table 3 , but with individual news dummies replacing the Goldstein index. The regressor definitions appear in Table A1 of Appendix 2. (1) of this Article may not be invoked by a person who enters the federal territory from a member state of the European Communities or from another third state in which application of the Convention Relating to the Status of Refugees and of the Convention for the Protection of Human Rights and Fundamental Freedoms is assured. The states outside the European Communities to which the criteria of the first sentence of this paragraph apply shall be specified by a law requiring the consent of the Bundesrat. In the cases specified in the first sentence of this paragraph, measures to terminate an applicant's stay may be implemented without regard to any legal challenge that may have been instituted against them. (3) By a law requiring the consent of the Bundesrat, states may be specified in which, on the basis of their laws, enforcement practices, and general political conditions, it can be safely concluded that neither political persecution nor inhuman or degrading punishment or treatment exists. It shall be presumed that a foreigner from such a state is not persecuted, unless he presents evidence justifying the conclusion that, contrary to this presumption, he is persecuted on political grounds. (4) In the cases specified by paragraph (3) of this Article and in other cases that are plainly unfounded or considered to be plainly unfounded, the implementation of measures to terminate an applicant's stay may be suspended by a court only if serious doubts exist as to their legality; the scope of review may be limited, and tardy objections may be disregarded. Details shall be determined by a law. (5) Paragraphs (1) through (4) of this Article shall not preclude the conclusion of international agreements of member states of the European Communities with each other or with those third states which, with due regard for the obligations arising from the Convention Relating to the Status of Refugees and the Convention for the Protection of Human Rights and Fundamental Freedoms, whose enforcement must be assured in the contracting states, adopt rules conferring jurisdiction to decide on applications for asylum, including the reciprocal recognition of asylum decisions. Human Death (IDEA 42)
• Human death (deat): Includes discovery of human remains. Includes suicides, unless the suicide is in the context of protest. Note that deaths ascribed to causes that are represented by another event form are coded to those forms. With the exception of generic suicides (where the person committing suicide is coded at once as the source and target actor) there will never be a source actor for this event category. (Ex. The person who dies will always be the target actor of the Human death event category. Because the mayor is the "recipient," of the death in this example, he is the target of this event coding. No source actor is specified in this sentence, nor, with the exception of suicides, should a source ever be specified in a Human death coding. Had a cause of death been specified (e.g., illness, accident, murder, etc.), the event form would shift to the appropriate Human illness, Accident or Physical assault event category).
Other Human Action (IDEA 29)
• Executive adjustment (gadj): All routine executive adjustments, including hirings and terminations, in both the public and private sector. Includes all routine appointments and resignations, as well as downsizing and the inability to pay workers. Downsizing of an armed force is coded to Demobilize armed forces.
• Judicial actions (liti):
• other human actions (ohac) Human Condition (IDEA 49)
• Other human condition (hcon): Other human condition (Ex. Many Russians live in dire poverty).
Comment (IDEA 02)
• Comment (said): Event narrations and all comments not otherwise specified.
Comments are remarks or observations that explain or express something; when what is said is represented by another event form, this other event form should be coded as well. In these attributed event reports, the comment serves to narrate the other (primary) event form in the sentence. Such narrations, especially at the end of sentences, are quite common in Reuters news reports.
• Sports contest (IDEA 99): Sport (Ex. Two British hot-air balloonists trying to circle the world non-stop set a new world record on Saturday for the longest continuous flight without being refuelled from another aircraft.) Economic status (IDEA 42)
• Earnings below (eabx)
• Balance of payment (bops)
